The Theory of Railway Bates
To conclude, it is possible with rough accuracy to arrive
at the average costs of transportation, and these rough
figures are valuable enough in so far as it is not generally
necessary in transportation to determine the exact costs;
and these average costs are especially useful when the
question regarding the justifiability of a rate comes up for
consideration, or when the need arises for a change m the
rate; under such circumstances our knowledge of average
costs would seive to indicate just how much the change
should be
Value of Service. 4 < The value of service as a basis for
rate making begins where the cost of service principle
ends." The cost of service principle by itself would be
inequitable since it would penalise transport by aiding
highly valued articles of small bulk to the detriment of low
valued ones of large bulk, thus, giving an unnatural twist
to the forces of economic progress. It is here that the
principle of value comes handy. Reverting to our example
of coal, we find that if the cost principle were to be adopted
in this case, transhipment of coal would come to a stop,
since it would be unable to pay such a high rate; but if
value of service were taken into consideration, then, the
whole position would be altered.
"What is meant by the phrase ' value of service 7, and how
does it operate in practice ? It only means that instead of
rates being made to conform with cost, they are made to
harmonise with the sacrifice made by the payer. It is an
axiom that transportation creates and enhances utilities of
time and place; and naturally the difference between the
value of a given commodity prior to transportation and its
enhanced value after transport, measures the value of the
service rendered. Normally, the whole of this excess in
value is liable to be charged for, but, if that were actually
to be done, transportation as a service would cease to" exist,
since no one would care to transport his goods over vast
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